CALIFORNIA SCHOOL FINANCE AUTHORITY
REVENUE ANTICIPATION DRAW DOWN NOTES, SERIES 2012B
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Expected Initial Issuance:

Use of Proceeds:
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EXECUTIVE SUMMARY

RESOLUTION 12-12

The Charter Schools listed on Exhibit A
Not to exceed $4,872,000 in the aggregate
April 11, 2012

Note proceeds will be loaned to California charter
schools to finance the working capital shortfalls caused
by deferred State aid.

Revenue Anticipation Notes, Series 2012B
None
Transaction will not be rated

December 31, 2012; all the Notes will have the same
maturity date.

Private Placement

Citibank, NA

Fulbright and Jaworski LLP

First Southwest Company

Orrick, Herrington & Sutcliffe LLP
Musick, Peeler & Garrett LLP

. Background

The California School Finance Authority (Authority) is a conduit debt issuer created in 1985 to
provide financing for working capital and capital improvements to participating parties. A
participating party may be a county office of education, school district, community college district,
or charter school.

In light of the State’s projected budget deficits and deferral of substantial K-12 payments in fiscal
year 2011-12, a number of California charter schools are expected to incur temporary cash flow
deficits beginning in February 2012 and continuing into the next fiscal year. The table below in the
“Purpose” section details the “default” statutory GPBG entitlement schedule alongside the
“deferred” schedule. As shown, as much as 38% of each borrower's 2011-12 fiscal year GPBG
apportionments are expected to be deferred until July/August 2012.

Il Purpose

The purpose of the Charter School Working Capital financing is to provide the participating charter
schools listed on Exhibit A (each a “Participant”) with access to working capital, including to



relieve anticipated temporary monthly cash flow deficits in advance of the receipt of GPBG
apportionments funding for FY 2011-12 (see deferral schedule below).
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1. Structure

Each Participant will enter into a single loan agreement. The loan repayments of all Participants
will be pledged to secure repayment of the CSFA Notes. The Notes will be sold from time to time
solely to Citibank, NA (Citi). Notes issuances will correspond to Participant loan requests from
time to time during the term of the Loan Agreement. The maximum aggregate principal amount of
all loans and the corresponding aggregate principal amount of Notes may not exceed $4,872,000.
As the purchaser of the Notes, Citi will deliver an investor letter indicating it is a Qualified
Institutional Buyer pursuant to 17 CFR 230.144A (private re-sales of securities to institutions).
Notes may be transferred only to Qualified Institutional Buyers. Loan sizes will be limited to the
deferred state-aid portion of the Borrower’s expected 2011-12 GPBG apportionments. A portion
of each loan will be used to pay issuance costs and a commitment fee to Citibank at closing. Debt
service due on a Participant’s loan will be paid via the State Controller’s Intercept Mechanism
(see “Source of Repayment” below).

IV. Source of Repayment

The loan agreement will be an unsecured general obligation of each Participant. All Participants
will be required to cause interception of the state-aid portion of their General Purpose Block Grant
(GPBG) in order to support debt service under the terms of their respective loan agreements. The
Participants will be required by CSFA to utilize the State Controller's Intercept Mechanism
(Section 17199.4, Education Code) to ensure that sufficient payments toward Note debt service
corresponding to the underlying loans are paid to the Trustee directly by the State no later than
the maturity date of the Notes, but expected by July and August. A loan may be prepaid in part or
in full once per month without penalty, with a corresponding equivalent redemption of Notes
resulting from the loan prepayment.
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V. Expected Interest Cost and Fees

The Notes are expected to accrue interest at the fixed rate of 4.25% per annum based on the
outstanding amount of the loan. In addition, Citi is seeking a commitment fee of .75% of the loan
amount from each borrower. Additionally, the issuance expenses will be allocated among all
Participants and paid from loan proceeds at the time of the initial borrowing. Closing expenses for
each Participant cannot exceed the lesser of 2.0% of the loan amount or $25,000. Although not
all expense amounts are final, for a $4,872,000 million loan, the anticipated closing expenses will
not exceed $122,590* on a cumulative basis and include expenses for the Citi (commitment fee),
Program Manager, Bond Counsel, Trustee, CSFA, and CSFA’s Counsel and Note Purchaser’s
Counsel. Not including in this fee schedule is the cost of the school’'s legal counsel to deliver the
required Participant Counsel Opinion, which has been estimated at no greater than $5,000.

VL. Preliminary Sources and Uses
Sources
Mote Proceeds 4,845 .000.00
4,845,000.00
Uses
Met Loan Proceeds 4,723,085.00
Issuer & Counsel Fee 10,133.00
Trustee Fee 6,500.00
Elabra Fee &,000.00
Purchaser's Counsel 18,325.00
CDIAC Fee -
5TO - Agent for Sale 3,500.00
FProgram Manager Fee 25,153.00
Mote Counsel 25,146.50
Citi Origination Fee 25,157.50
4,845,000.00

*Par amount of $4,845,000 represents anticipated par amount



VII. Participant Financial Data

First Southwest reviewed up to three years of audited financial statements (2008-09 through
2010-11), the adopted budget for 2011-12 and the 1* Interim budget report for 2011-12 and terms
of existing debt including summary of collateral pledge, financial reporting requirements and
covenants for all Participants. Citi, as sole initial purchaser of the Notes, conducted its own
financial review of the Participants.

VIill.  Authority Due Diligence Undertaken to Date

In enacting Chapter 17199.1 (D), it was the intent of the Legislature to provide financing of
working capital needed to cover temporary or cash flow deficits and needs for working capital and
not long-term budget deficits or shortfalls in funding. The participating party must demonstrate to
the satisfaction of the Authority that, during the term of any working capital loan received, the
participating party will receive or otherwise have (without additional borrowing) sufficient funds to
repay and discharge the loan. The participating party may take into account all funds received by
the participating party and may base future projections upon historical experience or reasonable
expectations, or a combination thereof.

Staff evaluated the cash flows (attached as Exhibit B of this summary). Each Participant
demonstrated that it will receive sufficient state funding to repay and discharge its entire loan
without additional borrowing. This assessment and our analysis assume that there are no further
deferrals of such state funding.

IX. Staff Recommendation

Staff recommends the Authority approve Resolution Number 12-12.



PARTICIPATING SCHOOLS

EXHIBIT A

Listed below are the Schools, including their locations that are participating in the working capital

financing program.

Not to
Exceed
No. | School CDS Code City Loan Amount
1. | Magnolia Science Academy 1 19-64733-6119945 | Reseda $ 830,000
2. | Magnolia Science Academy 2 19-64733-0115212 | Van Nuys 585,000
3. | Magnolia Science Academy 3 19-64733-0115030 | Carson 501,000
4. | Magnolia Science Academy 4 19-64733-0117622 | Los Angeles 334,000
5. | Magnolia Science Academy 5 19-64733-0117630 | Hollywood 408,000
6. | Magnolia Science Academy 7 19-64733-0117655 | Northridge 200,000
7. | Magnolia Science Academy Bell 19-64733-0122747 | Bell 748,000
8. | Magnolia Science Academy 43-10439-0120261 | Sunnyvale 169,000
Santa Clara
9. | Pacific Technology School 09-76596-0119529 | Orangevale 273,000
Orangevale
10. | Bay Area Technology 01-61259-0106906 | Oakland 508,000
11. | East Oakland Leadership 01-61259-0100123 | Oakland 154,000
Academy
12. | East Oakland Leadership 01-61259-0116137 | Oakland 162,000
Academy High
TOTAL $ 4,872,000




EXHIBIT B
SAMPLE CASH FLOWS

DATE PREPARED BY FIRSTSOUTHWEST: 3,/29,/2002

Oitd 201 1-12 Charter School Wiorking Copital Note Program offered through the Colifornia School Finance Authority REni EWeT o
SCHODIL- Magnolia Scence Academy COS DODE: 19647336119945
w0 [if amy):  Magnolia Educational & Researdch Foundation DATAUIEST LURL:

LOAN SIZING AND PROJECTED ACTTVITY
| ASSUMPTIONS, LDAMN SZING & PROJECTED CIXST

Deferrals to July & Aug. 2012- %  BATT7ISE Principal 5830,000.00 Deliveny: 04/11/12  Day Counts
Percent Bormovwed: SE.02% Int. from Del. to 8/28,/2012 515:43.45 July Intercept: o7/f3Liaz 111
Principal: % E30,000.00 Total 5B46,470 A5 AUg. Intercept: 08/31/12 142
Costs of Issuance: 5 [14,525.00) Sept. Intercept: 09/28/12 170
Bormower's Counsel (estim.): 5 (XL Interest Rate: 4.25% Maturity Cate: 12/31/12 264
Commitment Fesa: 5 {6,235 00 Commitment Fea: 0.75% Everage Life: 0_26 years 365
Met to School: 5 B06250.00
LOAMN ACTIVITY & DEBT SERVICE COVERAGE
Expected Excess
“‘J D Diranw| Principal FhI'r:'c'ﬁ Tu::'l Intercept Ir|ten:e1!| Debt Service
ACtivi Date Repay| Amount Repayments Payme Amounts Fumnids Coverage
el /Draw #1 a411,/2012 4635% 5 F B G0
Dranw #2 4242012 9.47TH 5 T8, 62400
Diranw #3 5242012 19.47% % 161 57900
Drani #3 6252012 24.71% 5 205, 107 D
Repay #1 Fi31/2002 -50.53% 5408 514 00 5614787 % SO4,66187 5 SOA66277 % 0.90 1.0
Repay #2 Bf31 2012 -40.47% 5331 AR5 00 £3,05604 3 3345429094 5 34311482 5 8,571.68 1.03x
Repay #3 o/ 28/2012 o003 20000 S0000 5 - 5 - 5 - nia
Maturity 124312002 U003
0.00% 5 BI0OO000 5 BEI0O00000 5 S204.81 5 B3I020481 3 BATTIISE & 8,572.78 1.00x
LnAN DRAN 71
Activity Days Since Baginning Drawy Ending Interast Interest,
Date  Last Activity Balance Repay Balance Accrued  Interest Balance Paid
4/11/2002 5 - %  3BAG00DD 5 IBAENO00 5 - 3 - 3 -
4242012 13 & 384, 690.00 L] IBA 6000 5 SE2.30 5 58230 5 -
5/24/2012 30 5 384,690.00 5  3IBAGI0.O0 5 134378 3 1926508 3% -
6/25/2012 3z 5 384, 690.00 5  3IBA600.00 5 143337 3% 335045 3% -
/3172012 36 4 38469000 5 (38460000 5 - 5 161254 5 497199 5 {4,971.99)
8/31/2002 31 5 - 5 - 5 5 - 3 - 3 -
9282012 28 5 - 5 5 - 5 - 5 -
12/31,/2042 94 5 - 5

FILE: C3WCP, Tempiate Application File w10{2.1.12) LAY xls; WORKSHEET: Loan Sizing PAGESOF B



DATE PREFARED BY FIRSTSOUTHWEST: 3/29/2012

ity 204 1-12 Charter School Wovking Caprtol Note Program affered through the Colifornio School Finance Awthorty REVIEWET 1]
SCHOOL: Magnolia Science Acadenmy CO5 CODE: 19647336119945
w0 (if any):  Magnolia Educational & Research Foundation DATADUEST LIRL:

LOAN DRAW #2
Activity  Days Since Baginning D Ending Interast Intenest
Date  Last Activity Balance Repay Balance Accrued  Interest Balance Paid
41122 5 - 5 - 5 - 5 - 5 -
4/24/2012 13 5 - &%  7REMO0D 5  TEEAO 5 - 5 - 5 -
5/24/2012 30 £ 7862400 5 TFEE2400 5 Z7AES 5 IMES 5 -
6/25/2012 3z £ 7862400 5 TFEE2400 5 797285 5 56760 5 -
7312012 36 & 7EE2400 5 (762400 5 5 32057 5 89718 5 [897.18)
8/31/2012 kx| 5 - 5 - 5 5 - 5 - 5 -
9y/2B/2012 28 5 - 5 5 - 5 - 5 -
12/31/2012 94 5 - 3
LOAN DRAW #3
Activity  Days Since Beginning Drawyf Ending Interest Interest
Date  Last Activity Balance Repay Balance Accrued  Interest Balance Paid
4/11/2012 5 - 5 - 5 - 5 - 5 -
4/24/2012 13 5 - 5 - 5 - 5 - 5 -
5/24/2012 30 5 - 5% 1R5/@00 5 16157000 5 - 5 - 5 -
6/25/2012 32 £ 161,579.00 5 16157900 S 60205 5 60205 5 -
7i31/2m2 36 & 18157900 % (35200000) & 12637900 5 67730 5 127935 % [278.71)
8312002 3 & 12637900 % ([126,379.00) % - & 45618 3 1,456.82 % {1,456.82)
9/2B/2012 28 5 - 5 5 - s -8 -
12/31/2002 94 & - 5
LOAN DRAW #1
Activity  Days Since Beginning Drawyf Ending Interest Interest
Date  Last Activity Balance Repay Balance Accrued  Interest Balance Paid
412mz s - % - 5 - % - 5 -
4/24/2012 13 5 - 5 5 - s -8 -
5/24/2012 30 5 - 5 -5 - s -8 -
6/25/2012 3z £ - 5% 510700 S5 20510700 S - 5 - 5 -
73122 36 £ 205107.00 5 20510700 S B5O.76 5 850.76 3 -
8312002 3 & W510700 % (20510700) S - & 74035 5 160012 3 {1,600.12)
9282002 28 % - % % - 5 - 5 -
12/31/2002 94 5 - 5

FILE: CSWICP, Tempilate Application File w10 {2.1.12) L&A1 «ls; WORKSHEET: Loan Sizing PAGEGOF B





